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SUBJECT: CHINA GULF OIL COMPANY #2LUBE OIL PLANT 

1. ECONCOUN RECEIVED FOLLOWING TELEX FROM BADGER COMPANY 
JUNE 22: QUOTE THE BADGER COMPANY HAS RECEIVED A PRELIMINARY 
COMMITMENT FROM THE U.S. EXIMBANK ON BEHALF OF CHINA GULF 
OIL COMPANY FOR FINANCING OF THE CGOC NO. 2 LUBE PLANT. 

HOWEVER, EXIMBANK HAS QUOTED AN INTEREST RATE OF EIGHT 
AND EIVE-EIGHTS PERCENT (8 5/8 PCT) WHICH IS CONSIDERABLY 
HIGHER THAN THE USUAL JAPANESE RATE. EXIMBANK HAS ADVISED 
US VERBALLY THAT THEY WILL MEET THE JAPANESE OEFER, BUT 
CANNOT GIVE US A LOWER RATE AT THIS TIME. WE ARE DEEPLY 
CONCERNED THAT GROC WILL DECIDE IN FAVOR OF THE JAPANESE 
ON THE BASIS OF THE PRELIMINARY COMMITMENT SINCE WE CANNOT 
OBTAIN DIRECTLY A WRITTEN COMMITMENT OF EXIMBANK'S INTENT TO 
NEGOTIATE. 

AS A COMPROMISE, EXIMBANK AGREED THAT IF THEY RECEIVED 
A TELEX FROM THE U.S.EMBASSY IN TAIWAN ADVISING THAT THE 
ABOVE RATE WAS NONCOMPETITIVE AND ASKING EXIMBANK WHETHER 
THEY WOULD CONSIDER NEGOTIATING THE RATE TO MEET THE 
LIMITED OFFICIAL USE 
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JAPANESE LEVELS, EXIMBANK WOULD REPLY AFFIRMATIVELY TO THE 
EMBASSY. 

THIS WRITTEN REPLY COULD BE SHOWN TO CGOC AS COR- 
ROBORATION OF BADGER'S OEFER TO CGOC. 

AS YOU ARE WELL AWARE, BADGER IS EACING EXTREMELY 
TOUGH COMPETITION FROM THREE JAPANESE CONTRACTORS. WE 
ARE THE ONLY FOREIGN CONTRACTOR WITH A COMPANY IN TAIWAN, 
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AND HAVE ALREADY DEMONSTRATED OUR COMMITMENT TO TAIWAN ON 
A LONG TERM BASIS AS WELL AS OUR ABILITY TO BUILD A HIGH 
QUALITY SUCCESSFUL PLANT. 

WE ARE HOPEFUL OF RECEIVING YOUR CONTINUED STRONG 
SUPPORT AND WE REQUEST THAT YOU TELEX U.S. EXIMBANK IMMEDIATELY 
AS DESCRIBED ABOVE. WE WOULD ALSO APPRECIATE ANY FURTHER 
EFFORTS YOU MAY MAKE TO CONVINCE CGOC AND/OR THE CHINESE 
AUTHORITIES TO BUY AMERICAN ON THIS MAJOR PROJECT. UNQUOTE 

2. WHILE EMBASSY CANNOT STATE WITH ABSOLUTE CERTAINTY THAT 
JAPANESE FIRMS ARE QUOTING INTEREST RATE LOWER THAN EIGHT 
AND FIVE-EIGHTS PERCENT REPORTEDLY OFFERED BY EXIMBANK, ECON 
COUN WAS INFORMED JUNE 23 BY SPOKESMAN FOR CHINESE PETROLEUM 
CORPORATION AND BY VICE MINISTER OF ECONOMIC AFFAIRS K. S. 

CHANG THAT THREE JAPANESE FIRMS INTERESTED IN THE PROJECT 
ARE QUOTING INTEREST RATE OF SEVEN AND ONE-HALF PERCENT. 

CHANG STATED THAT GROC WOULD LIKE TO SEE THE BADGER 
COMPANY OBTAIN THE CONTRACT SINCE U.S. COMPANY ENJOYS 
EXCELLENT REPUTATION IN ROC. HOWEVER, JAPANESE FIRMS 
ARE ALSO WELL QUALIFIED AND FINAL DECISION AS TO WHICH 
BID IS ACCEPTED WILL DEPEND ON FINANCING OFFERED. 

UNGER 
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